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LIFE INSURANCE EXPERIENCE OF SASKATCHEWAN 
FARMERS 


Introduction 


GORDON HAASE! 


For many persons, the purchase of life insurance represents the most impor- 
tant business transaction they make in their lifetimes. The features of modern 
life insurance serve a wide variety of individual purposes. It is most generally 
held by family heads as a means of providing an estate at their deaths for the 
future security of their dependents. In addition, the savings features of certain 
types of life insurance policies provide a convenient method of accumulating 
savings. This feature is attractive to.a large number of people who, for one 
reason or another, do not wish to make their own investments directly. Finally, 
there is the somewhat more limited use of life insurance being carried to provide 
a contingency fund for the liquidation of a debt in the event of the untimely 
death of the insured. Many persons contract debts which they would ordinarily 
be able to repay within a given period, but whose death in the meantime would 
cause inconvenience and possible loss to their dependents. Life insurance pro- 
tection may be carried over the term of the debt to cover this eventuality. 


The amount of life insurance that should be carried cannot be generalized. 
The amount is ordinarily determined for the individual by two main considera- 
tions. In the first place there is the need for insurance protection based upon the 
particular family situation and their needs for income in the event of the death 
of the breadwinner. At the same time, the amount of insurance that can be 
safely contracted is directly determined by the income situation of the purchaser. 

With regard to family situation, the need for insurance relates directly to 
the number of dependents for whose security it is desired to provide. It is 
evident, however, that this need is not constant. For example, children must 
ordinarily be provided for until they reach a self-sustaining age. More insurance 
should therefore be carried when children are young than would be required to 
provide the same benefits to older dependents. The same considerations, of course, 
apply to the widow. In addition to differences in need of this general nature, 
there are additional differences in the degree of comforts which the insured 
wishes to provide, and again these can be determined only in the individual 
situation. In all of these cases, the use made of insurance in the creation of 
a death estate will be conditioned by the holdings of other types of assets by 
the insured, which will also be available to meet the subsequent needs of his 
dependents. 


Quite apart from the circumstances determining the need for life insurance, 
it is probable that the amount carried in any situation is most directly determined 
by the ability of the insured to pay for insurance. It appears desirable that life 
insurance purchases should be closely guided by this consideration. The payment 
of life insurance premiums must be made regularly and promptly if the policy 
is to be retained in force. In periods of strain upon the family budget, life insur- 
ance may easily be regarded as nonessential and permitted to lapse. Premium 
payments should, therefore, be kept at a figure that the family budget will 
ordinarily accommodate. It is more desirable, from the dependent’s point of 
view, that a moderate program of protection be retained at all times, rather 
than risk a situation in which a greater protection would have to be given up. 


1. Assistant Economist, Economics Division, Marketing Service, Dominion Department of 
Agriculture, University of Saskatchewan, Saskatoon, Saskatchewan. 
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Life Insurance as an Aspect of the Farm Business 


Persons owning their own businesses ordinarily have a reduced requirement 
for life insurance. The inheritors of a going concern have a source of income 
that even without the former operator will provide for at least some of their 
needs. The same situation exists for the inheritors of any type of asset that 
may be readily liquidated. A person who is accumulating an estate in terms 
of real and personal property, therefore has less need for life insurance than one 
without such an estate, each making the same provision for his dependents. 

These considerations apply particularly to the needs of farm operators as a 
general group for insurance. With reference to each of the main applications 
of the modern life insurance policy, death benefits, savings and contingency, 
it appears that these have a reduced appropriateness for farmers in each case. 


1. In the first place, farmers build up their estates in terms of land, improvements and 
machinery. The value of these assets, or their income producing capacity as a going 
concern, is available to dependents upon the death of the operator. The farmer might 
purchase life insurance then to provide a supplementary death estate for his dependents 
and thus bridge a possible gap between his present assets and the better provision he 
feels he can or ought to make. 


2. Any savings which farmers make are generally put back into the farm business. The 
productivity of saving in this use, applied in the form of improvements and machinery, 
is ordinarily higher than the interest earned on savings in insurance. In addition, most 
farms are not entirely free of debt. It would be costly for the farm operator to accumu- 
late savings in insurance at say 3 per cent, and at the same time have borrowings costing 
say 6 per cent. 


3. The contingency feature of insurance, while valid, is not popular. It appears to be even 
somewhat less applicable to farmers where land purchases, for example, are of such 
long term as to make this type of protection costly. 


Within the over-all situation among farmers of a diminished importance of 
life insurance relative to other groups, there are important differences between 
individuals or groups of farmers in the amounts of life insurance they should 
carry. These differences may be associated in general, firstly, with differences 
in the farm business situation of the operator, and secondly, with differences in 
the personal characteristics of the operator and his family. 


1. Business factors within the farm influence both the need of the operator for insurance 
and his ability to pay for it. The tenure situation provides an example of differences 
in need. Tenants as a group have not accumulated an estate in terms of land, and 
therefore have neither the asset nor its earning power to bequeath to their dependents. 
Under these circumstances, this group might find the holding of life insurance a desirable 
means both of providing a death estate and of accumulating savings. For land owners, 
on the other hand, both the protection and savings features of life insurance are less 
appropriate. 


Differences in the ability to pay for insurance may be imputed in part to differences 
in the size of the farm unit, which has always been a major determinant of farm progress 
and success. The operators of large farms would, of course, be better able to buy insur- 
ance than the operators of small units. At the same time, it may be noted that larger 
operators, possessing in general larger estates, need the insurance less than the small 
operators. This situation points up a fundamental incompatibility of need and ability 
to pay as criteria of the amount of insurance a person should carry. Those whose need 
for insurance is greatest are those who can least afford to buy it. 


2. Personal characteristics of the farm operator and his family relate more specifically 
to the need for insurance than to ability to purchase it. Differences in need as between 
individual farm operators reflect the requirements of families of different sizes and 
ages. There are, in addition, other and more subile differences associated with the 
education, nationality and religion of the operator, probably as these factors relate to 
an awareness of a need for life insurance in their own particular situation. 


Purpose of Study 


The purposes of this study may be defined relative to the foregoing general 
considerations. With respect to the various features of the modern life insurance 
policy, the appropriateness of insurance may be determined for any particular 
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business and personal situation. For farm operators as a group, these relevant 
business and personal factors may be readily categorized, and the life insurance 
practices suited to each situation would then indicate the over-all applicability 
of insurance to farmers as a group. The data of this study provide an estimate 
of the life insurance practices of farmers in all of these situations. 


Specifically, the purposes of this study may be summarized with respect to 
two main considerations. 


1. Firstly, to indicate the general insurance practices of farmers as a group. Of course, 
only limited generalizations may be made regarding the practices of the entire group, 
but these are none the less useful in establishing a norm from which deviations for 
particular groups may be identified and correlated. 


2. Secondly, the sample of farm operators can be divided into sub-groups according to 
the farm business factors and personal characteristics which relate to life insurance. 
The life insurance experience of each of these sub-groups will be examined and then 
compared with what appears to be a desirable use of insurance relative to the particular 
situation. 


Method of Study 


This study relates to the life insurance experience of Saskatchewan farmers. 
More specifically, the data consist of the insurance, business and personal infor- 
mation for a relatively small group of farmers, comprising a small proportion 
of all the farmers in the province. Conclusions drawn from an analysis of these 
data then apply directly only to the group represented in the sample. Given 
certain conditions of sampling procedure, however, generalizations drawn from 
an analysis of the sample may be extended into estimates of the nature of the 
population from which the sample was drawn. 


This inductive approach is essentially the method of the present study. The 
group of farmers for whom relevent information is available are regarded as a 
sample which is representative of all farmers in the province. The insurance 
practices of this group are then considered as providing estimates applicable to 
the larger group as a whole. Certain characteristics of the sample indicate a 
general validity of this extension. 


Source of Data 


Since 1935 the Economics Division, in collaboration with the Farm Manage- 
ment Department of the University of Saskatchewan has conducted business 
surveys among the farmers of Saskatchewan. For about five years previous to 
that date the Farm Management Department had conducted surveys indepen- 
dently. These surveys were based upon a detailed record of the farm business 
obtained directly from the farmer by a trained enumerator. The information 
obtained includes a complete operating statement for the farm business for one 
year, an inventory statement and other factors relating to the business situation 
and the personal background of the operator, including his life insurance exper- 
ience. These original data, together with office calculations based upon them, 
comprise the analytical material upon which this study is based. 


Notes on Sample 


Before a sample can be held to be representative of the population from 
which it is drawn, it must fulfill two major requirements. In the first place, 
representativeness is based upon random selection of observations from the 
population. Secondly, the reliability of a sample is directly related to its size. 

The farm business surveys, which provide the data for this study, have been 
conducted in some nineteen general areas distributed throughout the province. 
These areas were not selected primarily to represent the province as a whole. 
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Nevertheless, the pattern of areas as the surveys proceeded now includes most 
of the natural and population differences that are reflected in farm organization 
and management in this province. 


Most of these differences are related to geographical factors, and a geo- 
graphical stratification of the sample takes them into account. For this par- 
ticular sample, however, an additional variable is introduced. This variable 
relates to the period of time over which the surveys were conducted. Generally 
the survey for a particular area constituted a year’s work. The data for each 
survey is then particular not only as to area but also as to time, and differences 
between areas as shown for the sample include elements relating to natural 
and personal factors, but also elements which reflect changed economic conditions 
for different time periods. The following data indicates the geographical distribu- 
tion of the several survey areas and the year in which each survey was made. 


TABLE I. — SumMMARY OF Farm BUSINESS SuRVEYS, 1931-46. 


Total Total No. 


Survey Year of No. of with Insurance Per 
No. Survey Records Information Cent 
’ Brown 
Soil Zone 
1 Heonomic Survey cc. eccne. 1935 836 524 62.9 
2 R. M. Pittville No. 169.............. 1939 116 68 58.6 
3 Eyebrow-Lacadena.................00.. 1940 434 189 43.5 
4 Govenlock-Eastend-Maple 
Creek. 2. rere re a 3 ae 1946 Ole 119 Sle 
1703 900 52.9 
Dk. Brown 
Soil Zone 


R. M. Rosemount No. 378 and 
RefordiNOso Coe vee ne 1932 243 123, 50.6 
6 R. M. Brokenshell No. 68, Wel- 
lington No. 97 and Scott No. 
98 


DA Ms aN TART EB Oke Ps, 1932 248 125 50.1 
av Balgonie-Qu’Appelle........0..000...... 1940 84 36 42.9 
8 AVAICOR eee et See le aoe cae 1940 106 76 Piae 
9 Weyburn-Estevan.........0...00..0 1941 268 156 58.2 
10 Bhicher-Colonsayiciiiscccesertae ne 1941 146 96 65.8 
11 Cory-Asquith-Langham.............. 1943 492 229 46.5 
1587 841 52.9 
Black 
Soil, Zone 

12 Indian Head-Balcarres, Gren- 

fell-Wolseley, Neudorf-Lem- 
| ron a Al AA AN Onn a HD on aR Re 1933 414 215 51.9 
13 Hii bOI eae A ee 1934 459 190 41.4 
14 Saltcoats-Churchbridge................ 1939 200 95 47.5 
15 Lashburn-Paynton....:.....6:.0.shc0000. 1939 133 80 60.2 
16 Metlforte saree, waa an ea 1940 103 60 58.3 
1309 640 48.9 

Grey 
Soil Zone 
iby Pleasaritialec ners can 1940 71 10 14.1 
18 Albertville-Garrick...........0...000.... 1941 304 86 28.3 
19 Representative Northern 

PioneervA reas. keh: ok ks 1942 687 150 21.8 
1062 246 21.8 


All Survey Areas 5661 2627 46.4 
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. The above table also indicates the number of farmers from whom records 
were obtained in each of the survey areas. Relative to the total number of farm 
operators in the province, the 5,661 farmers represented in the sample amount 
to somewhat more than 4.5 per cent. Of these, about 46.4 per cent, or 2,627 
farm operators, reported having life insurance at one time or another. This latter 
group constitutes the sample upon which this study of life insurance is based. As 
indicated above, the reliability of a sample is directly related to its size. Ordi- 
narily, a sample containing as many as 2,500 observations is fairly reliable 
although, of course, this does not preclude the possibility of obtaining a mis- 
leading estimate of the population as a whole. 


Possible difficulties in interpretation of the results of this sample do not 
relate specifically to its representativeness or its reliability. Possible difficulties 
might arise, however, from the simultaneous variations in geography and time 
period as between survey areas. For this reason, therefore, comparisons between 
areas regarding insurance practices, as well as for all other factors, must be 
avoided. The same limitation applies, of course, to possible comparisons as 
between time periods. At the same time, the relationships between insurance 
practices, and the farm business factors and personal characteristics of the 
operator, should be constant or only randomly variable for time and place. 
The determination of these relationships, which is the main purpose of the study, 
should therefore not be influenced by the time period over which the data were 
collected. 


GENERAL ASPECTS OF THE LIFE INSURANCE PRACTICES 
OF SASKATCHEWAN FARMERS 


During the period 1931 to 1946, the Farm Business surveys conducted in 
Saskatchewan accumulated some 5,661 farm business records with information 
appropriate to a survey of the insurance practices of farm operators. In that 
period, the number of farms in the province fluctuated around a probable 125,000 
to 130,000 farms. On that basis, the records obtained represent about a 4.5 per 
cent sample of the farms of the province. Insofar as the previously noted require- 
ments of representativeness are met, the sample provides a basis for certain 
generalizations regarding the insurance practices of the province’s farm popula- 
tion as a whole. 


Prevalence of Life Insurance 


Of 5,661 farm business records having information appropriate to this study, 
2,572 represented farm operators having life insurance experience. An additional 
55 records indicated purchases of life insurance by other members of the farm 
family, although the operator himself had never carried any. Thus, of the farm 
operators represented in the sample, the proportion with life insurance experience 
is approximately 45 per cent. 

Individual operators had contracted from one to seven life insurance policies. 
The 2,572 operators in the sample contracted a total of 3,686 policies, or an 
average of about 1.4 policies per operator having insurance. The distribution 
of operators by the number of policies contracted is given in the following table. 


TABLE II. — NUMBER OF POLICIES CONTRACTED PER OPERATOR 


No. of Policies 


No. of Operators 


No. of Policies........ 
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It is to be expected that not all of the policies contracted were continued in 
force. Of the 3,686 policies contracted, a total of 1,344 had been discontinued 
at survey date. This discontinuance amounts to about 37 per cent of the policies 
issued, or about 0.5 policies per operator having insurance. The following is a 
distribution of operators by number of policies discontinued. 


TABLE III. — NuMBER OF POLICIES DISCONTINUED PER OPERATOR 


No. of Policies 


No: of Operators: c.2 Whee 831 


NOs Or POUCIES o cdc. tut tariastscecabgeareane 


The 2,342 policies-remaining in force represent about 63 per cent of the 
policies issued, or an average of 0.9 policies per operator out of an average of 
1.4 policies contracted. Of the sample of 2,572 operators with insurance experi- 
ence, 1,511 operators, or about 59 per cent, still had all of their insurance in 
force at survey date. 


Amounts and Status of Insurance 


There is considerable variability in the amounts of insurance held by indi- 
viduals and in the sizes of individual policies. The amounts held in individual 
cases may be associated with factors which in turn may or may not be significant 
for the whole group. For the whole group, however, there is a definite pattern 
of policy size. The first policies of the operators in this study ranged in face 
value from a few hundred to over twenty thousand dollars. Policies in the range 
from $1,000—-$1,999, being mostly thousand dollar policies and some fifteen 
hundred dollar policies, were thie most popular size, comprising about 40 per cent 
of the first policies contracted by this group. The following table indicates the 
relative popularity of different-sized policies. 


TABLE IV. — DISTRIBUTION OF First PoLIciES ACCORDING TO SIZE OF POoLicy 


Face Value 


Number of 
of Policy Policies 
$ 

Mer: L OOO LAN PRE RNS MC Sa ed: «Rares dbaker pede alee aoe eRe ar cts Se heey eee 126 
MOO 1 GO0 ee ee ete ee pals cn ee i Ls ee tak veal) be eal et 1,124 
PRS AS eam! 0 Rn are ATEN 2 Oe OY eee Onee EMNIDERS CaN REN TD PLAT NORM -Ot furiA SA Beg t= 775 
yA 4 eect LS 1 Ne RATA en Oi ae MMM AEM RE Nah ok: ene AMEN) CoS EA Secs 2) 168 
a OOO E09 iia Sead os Sal ees a ot ances Ne itn GUN hae ils ee ita A eee a a 31 
By OO = OOO OR a eae a kee ee Eth he eta tena ee cd Cee 224 
Pa 0 Ws a? 122} Rav MAR WC MENTRE Ea Diino t cht eet) MIRMMI ROR RORY SALT Gl TIA erate peetnay COL) SL EL Mea 11 
91 81 al BLY 8° DBR nee ee nM IEE) Od NI On YUM NORTH ae CAT CAMERA ede Vee 0) 5 

By ORME: 3 GOs hes ee er A aN Fie aA ee aie, ae ae — 
SEO OG Fu a RR ae cD a 9A Tiare | Ae ie OL Gc ae ee 3 
ROG HUM SYN 6) 8) 8 Bie ie Ge SPREE Pye ohccie reo ed Pap ea PINES, SU UMN oon ie Male Wi van pet yr en 32 
PAU 8 boi |8 ee a Omen dee ae eS a DURE OME t Aoe SEALER, La dee Cir | AOE a AR AR cg Pate 3 
he anita tien Soe hha catia ale tle ss ack ars ies sk i ee ee 70 
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~ For the group as a whole, the average amount of insurance contracted per 
operator, as well as the average size of policy, can be determined from the data. 
These averages, together with further computations showing the status of 
insurance at the date of survey, are shown in the following table. 


TABLE V.— STATUS OF LIFE INSURANCE POLICIES CONTRACTED BY FARMERS 


Contract- | Discon- In Paid Indebted- Cash 
ed tinued Force Up ness Value 
Total AmoOunt:.:..<c..cec.03- $7,427,100} $3,061,400} $4,365,700) $449,100) $180,800} $1,029,900 
Number of Operators...... 2,002 1,061 1,683 1,683 1,683 1,683 
Average Amount Per 
Dperator so homolog $2,884 $2,875 $2,594 $267 $107 $612 
Number of Policies.......... 3,686 1,344 2,342 2,342 2,342 2,342 
Average Amount Per 
POLICY Pee tsetse $2,015 $2,275 $1,863 $192 $77 $440 


In terms of the experience of the whole group, the 2,572 operators comprising 
the sample had contracted an average of $2,884 of life insurance each. They had 
taken this amount in an average of 1.4 policies with a face value of about $2,015 
per policy. The total value of the insurance contracted was close to seven and 
one-half million dollars. 


Of the total amount contracted, a little over three million dollars worth was 
dropped by 1,061 operators. This discontinuance amounts to an average lapse 
of $2,875 per operator, or an average of $2,275 on each of the 1,344 policies 
involved. 


The 1,061 operators who had allowed insurance to lapse left 1,511 operators 
with all of their insurance in force. Of those allowing insurance to lapse, however, 
172 operators had other insurance still in force, making a total of 1,683 operators, 
or 61.5 per cent of the original group, with insurance in force at survey date. 


The 1,683 operators with insurance in force held a total of about four and 
one-third million dollars worth, or an average of about $2,594 per operator. This 
total was held in 2,342 policies of an average of $1,863 each. In terms of face 
values, about 59 per cent of the insurance purchased was still in force at survey 
date. In relation to the figure of 63 per cent of policies still in force, it is evident 
that the majority of the policies discontinued were of larger than average amount. 


About 10 per cent of the life insurance in force was paid up at the date of 
survey. That is, policies representing about $450,000 had been paid for in full 
and would remain in force without further premium payments until the policy 
became payable at the death of the insured. 


The cash surrender value represents the cash equity of the insured in his 
insurance policy. This is a personal asset which may be realized by surrendering 
the policy. The farm operators in this study, who still had insurance in force, had 
an average cash equity of $612 in their insurance policies. Against this, these 
operators had an average indebtedness, such as policy loans and back payments 
of premiums, amounting to $107 per operator against their insurance. This 
leaves an average net cash equity of $505 per operator. In terms of individual 
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policies, the total cash value amounted to $440 per policy, less an average in- 
debtedness of $77, leaving a net cash value of $363 per policy. In many cases, 
the cash value of insurance represented a substantial proportion of the total net 
worth of the operator. For the sample as a whole, the average net worth of all 
the farm operators was $7,300. Taking this figure as applying to those with 
insurance in force with an average net cash value of $505, the cash value of 
insurance represented about 7 per cent of their net worth. 


The above statistics permit some general estimates of the amounts and 
status of life insurance held by farmers in Saskatchewan as a whole in the period 
1931-46. On the basis of a 4.5 per cent sample, these data indicate a total of over 
163 million dollars of life insurance having been contracted by farmers as at that 
period. Of this amount, some 96 million dollars was still in force. Something 
under 10 million dollars of insurance was represented in paid-up policies. Sas- 
katchewan farmers owed almost 4 million dollars on their policies, but had a 
gross cash equity of almost 23 million dollars, leaving a net asset of about 18.7 
million dollars in cash values of life insurance for that period. 


Kinds of Insurance 


Different types of life insurance policies meet the requirements and preferences 
of different individuals. In order to give an indication of the relative popularity 
of the various types of insurance,. the first and (where applicable) second policies 
acquired by the farm operators in this sample were analysed with respect to 
type. The operators’ first and second policies are shown separately in this regard 
in order to indicate possible differences in choice of type as between first and 
further policies. The data for the first two policies are then combined to give an 
average figure for the relative popularity of each type for all the policies analysed 
in detail. The major types of insurance policies in this classification are those 
previously described. Other minor policy types, such as fraternal protection, 
term insurance and sickness and accident insurance are classified together as 
““other’’ types. 


TABLE VI.— TYPE oF First Po.icy 


Type No. Per Cent 
Or ditiar yal Ak A tale ee ee 389 15.1 
DU REE ATC Cid een een Geet) ce eccricr ee sca ee 1,469 Diet 
ABST gd as ge Bh CPN Bem nal dl Ah ahe an mn 26 1.0 
20 Year Kndowment 20 ee teil Noes. 185 4:2 
Other Endowment ..... bs ae See eaeaten Pace ie Loney Free oes 75 2.9 
2 15 es orrad SPR cree ON Be anne Ek SS AR, Nel ey 283 11.0 
ORL DOE pe hke an vies Radstone, PMN ed ete d bea Re 86 3.3 
No THFOrMATION. 9.1 Ac.ccdi trek ascents 59 2.4 


UNAS. 2 Wah oe Sere. Oe eae 2,572 100.0 
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i TABLE VII. — Type of SECOND PoLicy 


Type No. Per Cent 

Ri inonyag cue oe alee MR a 135 7 17.2 
oN) RE Ia UC) CARs cAt oI NE RON ee ROM eC RRR) ROC 409 52.0 
aba ou Se FE Bt CII een mate Car Ime © Sarna OE RNa CREE 11 1.4 
20 Year Endowment.............. He Leet memerrans 51 6.5 
CREPE ra MOO WO EDCINT Lda ned vanilla as rieis, Sil 22 2.8 
Clin Bete = eA Fase Soh Mal NN MMA) EL eg 136 17.3 
oye Se 12 UCR a UR Naa enc ee 22 28 
INDE VES US" G 41048 (378 aie MOS DN Aen all 7 eee nme veer ae ai 

AOE REEL Gr SOR AC BILIRNS SeeNGRE R RI Aen a iO te 786 100.0 


It will be noted that the 20 Pay Life policy is the most popular type of life 
insurance among this group of farmers. There are two main reasons why this 
should be so. In the first place, the feature of a limited period of premium pay- 
ments would be attractive to those who feel uncertain of their ability to keep 
up payments in the later years of their lives. In the second place, the relatively 
high cash values provide for a substantial recovery of payments in the event of 
a reduction in farm income that necessitated the discontinuance of premium 
payments. : 

Ordinary Life Policies, which usually form the basis of a permanent program 
of life insurance protection, were relatively unimportant as compared with the 
20 Pay type. In terms of numbers of policies, the 20 Pay type outsold the Ordi- 
nary Life policy by almost four to one. 


The Club type of insurance policy, commonly characterized by low premiums 
or assessments, is also relatively unimportant as compared with Twenty-pay Life 
policies, and is held in somewhat fewer numbers than Ordinary Life policies. 
Nevertheless, this type of insurance appears to have enjoyed increasing popularity 
in the later years of the survey period. This upswing in Club insurance in that 
period is no doubt associated with the severe yield and price depression experi- 
enced by these farm operators in the middle thirties. The low incomes were barely 
sufficient in many cases to provide the essentials of subsistence, and a great many 
life insurance policies in this period, after exhausting all non-forfeiture provi- 
sions, were allowed to lapse. In the later thirties, therefore, many farmers who 
wished to provide some protection for their families but could not afford the 
higher outlay for orthodox insurance, took advantage of the lower costs of Club 
insurance as the only available means of achieving this purpose. 


The situation of advancing age, which created difficulties for so many assess- 
ment clubs in the past, has not been avoided by many of these clubs operating 
in Saskatchewan at the present time. The data for this study indicate that the 
average age of farmers holding Club insurance in this province is about fifty years. 
At the beginning of 1945, five of these Saskatchewan clubs, with a membership 
of 16,308, had 6,801 members, or 41.7 per cent, over fifty years of age. For 
individual clubs in this group, this percentage over fifty years ranged from 11.12 
per cent to 75.86 per cent.! As this advanced age distribution becomes reflected 
in higher rates of mortality, the increased assessments upon the surviving mem- 
bers tend towards lapses in memberships and difficulties or eventual failure for 
the association. 


1. Young, J. A., Superintendent of Insurance for Saskatchewan. Private Correspondence. 
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TABLE VIII. — Tvps or First AND SECOND POLICIES 


Policy |". Policy | otal Cont 
Ofdinary-*Lil¢. sedaco wane eee 389 135 524 15.6 
DO, Pay. 3 Ales ee tte ete eie eee 1,469 409 1,878 55.9 
Other ay Late (oie. erese ee eee: 26 lis 37 1.1 
2OUVeam Pndowinent,... 0 cuca ates: 185 51 236 7.0 
Other PNdOwmlent spain Reeve acc ete 75 22 97 2.9 


The other types of insurance policies noted, including endowments, other 
limited payment lifes and miscellaneous types, are of only minor significance 
individually, and together account for less than 15 per cent of all policies. 

The numbers of policies of each type do not necessarily indicate the relative 
importance of that type of insurance. Differences in policy size would tend to 
modify the relationships shown above. As the following table indicates, how- 
ever, there is little appreciable difference between the average sizes of policies 
of the major types of orthodox insurance. Club and ‘other’ policies are typically 
smaller, however, indicating a smaller relative importance of these types than a 
comparison of numbers of policies would indicate. 


TABLE [X.— AVERAGE SIZE oF First PoLicy ACCORDING TO TYPE OF POLICY 


Type of Policy Average Amount 
Oediniary ake eae on ih a ee eee se DET Te INE TR Ce oe 
yA ATE 2s gel Wb ch ers oie Pe eo AR PeOMORRN ceet SEP DITN EMMIS FIR De ee Ae SALI CEA 2,109 
Gol co it oe ha) Bb CADRE li ote ena aT MRM, I od Wienke RE Sp AN AC ea Vad ae ity be bots, Gr Jb Dl) 4 2,500 
20) Near ido wan ein tee cee a eS ie ariel LE ee a eee 2,239 
COE EE TO WITLI ores ae Gat ae dae ree eee ee JO te eae te nae MR ee 2,459 
G3 15 ok ato mee ies tat had oe A 1 GRAS AON CES Bm Bolen 5 ANA ee, CUE ee eee 1,361 
O18 oho sheen, PAR re, Ok RDS py SCAT EMERY BOAT SRP GMa, ARIE, = PRE een ue ht 1,054 
AS (oSM Beh forgone Lantos: babe alt BORE Naess OR MER ent cle tl) oP mene tg Ek isle SE eae 1,182 


Disposition of Insurance 


With regard to the policies which have been discontinued, it is notable that 
certain types of policies were retained in greater proportion than other types. 
An indication of the relative stability of the several types of policies is given in 
tables XI and XII. The details of the first and second policies are given separately 
to show up possible differences in disposition as between first and later life 
insurance policies. A summary of the relative popularity and stability of the 
various policy types is given in table XII. 


SlOR [vee [210], 
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TABLE XII. — SumMARY OF RELATIVE POPULARITY AND STABILITY OF THE MAIN TYPES 
> oF LIFE INSURANCE 


Percentage | Percentage | Percentage | Percentage 


Type of Policy of Total in Force Cashed Lapsed 
OPPO ty nM Ory erick 2c Waratah al eee «nck n sash 15.6 61.8 4.6 33.6 
AEE IG nee tit Ree) Cer At a ek ae 55.9 54.2 10.7 35.1 
ineraba yale’ eon es Oe eles lade ot 59.4 216 19.0 
PU Neat ENO WINCH toy. creas cen inp cn sue 7.0 44.9 14.0 41.1 
Oi Here do wien inc tcc Wi ku throu ald 2.9 72.2 4.1 23.7 
BGT e sob Se, OMe ca aie ae AGA oa RH Re Ale 12.5 92.4 — 7.9 
CHLOE EEE OI SUE ee feels et A 5 66.7 1.8 31.5 
INGrEMPOrta tion. .cc.bW.4 ews We ee ceedocndes 1.8 4.8 12.9 82.3 


It will be noted that while the 20 Pay Life was the most popular type of 
insurance policy, it was also one of the least stable, with only about 55 per cent 
of the policies issued being still in force at survey date. In this respect, only one 
other type, the 20 Year Endowment, had a higher proportion of lapses, with only 
about 45 per cent of policies still in force. On the other hand, the club type of 
policy is notable in its degree of stability, having over 92 per cent of policies 
issued still in force at survey date. The only orthodox policy type with a propor- 
tion of lapse below 20 per cent was the Other Pay Life policy. These form an 
insignificant part of the total policies, and are of such a specialized type as to be 
ordinarily limited to cases in which their characteristics are particularly adapt- 
able. For the other major orthodox types there is little appreciable difference 
in lapse rate, and the data furthermore do not indicate differences between policy 
types in the length of time during which lapsed policies had been retained in 
force. 


For the sample of operators as a whole, the relatively high proportion of 
lapses of most types of policies is probably associated with two major factors: 


1. The severe depression in yields and prices experienced by the farm economy during 
the decade 1930-40. 


2. The inflexibility of premium payments in relation to the normally fluctuating situation 
of farm income. 


RELATION OF FARM ORGANIZATION AND MANAGEMENT 
TO LIFE INSURANCE PRACTICES OF OPERATOR 


For any person, the usefulness of any of the features of the modern life insur- 
ance policy depends upon his individual situation. There are two separate aspects 
of the situation of farm operators which directly influence the requirements for 
life insurance of this group. One of these aspects relates to the business position 
of the farm unit. Differences within the farm set-up reflect both differences in 
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the need for insurance and in the ability to pay for it. At the same time, the 
personal situation of the operator, particularly his family status, is directly 
related to his need for life insurance. Other considerations being equal, the 
number of dependents, together with their ages, determine the family require- 
ments in the event of the death of the breadwinner and so determine for the 
individual operator the amount of life insurance he needs to make for this provi- 
sion. 


Of the farm business factors affecting the life insurance practices of the 
operator, the most important appear to be tenure status, type of farm and the 
size of the farm unit. Other factors for which data are available include the 
predominant land class and productivity indices for the soil, taken as a measure 
of the quality of the land. The relation between each of these factors and the 
insurance practices of the farm operators of the sample group as a whole is 
indicated in the following sections. ; 


Tenure 


Over one half of the farmers represented in this study are listed as owning 
all the land they operate. This does not imply freedom from indebtedness on 
their total holdings, but rather distinguishes this group from those other operators 
who rent all or part of their holdings. The distribution of owners, part-owners 
and tenants affords an indication of the tenure progress of the larger group from 
which the sample was drawn. 


The tenure progress of farmers ordinarily follows a fairly definite pattern. 
The young man just beginning to farm usually does not have the capital required 
to purchase outright both equipment and land. In these circumstances he would 
begin farming on rented land if possible, or purchase a small parcel and bring 
his unit to an economic size by renting additional land. He is thus enabled to 
accumulate a fund of capital which may in time permit the purchase of the land 
required for an economic unit. One would expect to note, therefore, that progress 
in tenure from renter to owner is associated with the number of years spent on 
the farm and thus with the age of the operator. The following table indicates, for 
the sample under consideration, the numbers of operators in the different tenure 
groups, together with their ages and length of time they had spent on the farm, 
as of the survey date. 


TABLE XIII. — TENURE CHARACTERISTICS OF 2,572 FARM OPERATORS 


ne Per Av. Age No. of Years 
Cent of Operator on Farm 
LO Aas ts Ese awe PUR ORRE TE. eo, oA nit RIN Se ne DT ee 1,464 56.9 49.3 2028 
Pare Owners.c are aaa ee erecta ea nts 699 27.2 AGt 22.0 
Dra s ce dees ke edo) ete eas OR ee et 397 15.4 42.3 14.8 
NO. Inlorma tion fen. eee se 12 oO 47.8 18.8 
pw Otalits4 toe Seek ere Ok 2,572 100.0 


The above distribution of tenure groups for this sample may be compared 
with the tenure distribution for the province of Saskatchewan as indicated by 
the eighth census of Canada, 1941. The census data are given in the following 
table. 
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TABLE XIV. — TENURE CHARACTERISTICS OF SASKATCHEWAN FARMERS 
~ 8tH CENSUS DaTA, DOMINION BUREAU OF STATISTICS, 1941 (REVISED) 


Tenure No. Per Cent 
ORCS EL il 8 ERE PROS hte OLE) A tire 70, > SRRNE Nar A RoR eB 72,954 O20 
i Bee in Sarg ua ace May sgh aed ean Sate oko. Aen Aen Ue de ak a 9 BER ee 31,028 22.4 
SST ATS ALPE I ee iy Me RA tere gn | om a 34,093 24.6 
TUE VEE CLS ORS ot RISE Ta AOR Prune A Oe ne Rr ae OA 638 0.4 
Heer ai enlace Rh adnan ar aol 138,713 100.0 


It will be noted that the sample varies from the census data in the proportion 
of tenants. The sample underestimates the number of tenants by about one half, 
relative to the proportion indicated by the census. 


The life insurance practices of the several tenure groups are examined in two 
independent aspects. In the first place, there are certain conditions associated 
with tenure situations that indicate different requirements for life insurance 
protection. In the second place, the tenure situation of the operator is often 
related to his ability to purchase life insurance and to make promptly the regular 
annual payments required to keep his insurance in force. 


One of the essential functions of life insurance is the creation of an estate at 
the death of the insured, which will make some provision for the security of his 
dependents after that event. It follows then that the usefulness of this function 
to any individual will diminish as he accumulates an estate in terms of other 
types of assets. As between tenants and owners of land, therefore, it is evident 
that, in general, the estates of owners will be greater than those of tenant farmers 
by the value of land involved. The dependents of land owners may ordinarily 
expect to inherit a land estate, and tenant farmers would find life insurance a 
desirable means of making a comparable provision for their own dependents. 
The same principle would apply, in degree, to operators owning more or less of 
the land which they operate in combination with rented land. 


It is more difficult to make generalizations relating the tenure situation of a 
farm operator to his ability to purchase and retain life insurance. On the one 
hand, the tenant must give up a portion of his gross income each year to the 
landlord in payment for the use of his land. The tenant would seem then to be 
at a disadvantage, other factors being equal, in the amount of income ordinarily 
at his disposal. On the other hand, most owners acquire their land under term 
purchase agreements rather than by outright cash purchase. These operators, 
too, may have fixed annual payments to make in respect of land, although on 
purchase rather than on rental account. 


In consideration of the requirement for prompt and regular payment of life 
insurance premiums, however, two factors suggest a balance of paying ability in 
favor of the owners as a group. In the first place, the owner category will include 
a number of operators with full equities in their holdings and who, therefore, 
make no annual diversions of income on this account. Furthermore, even in the 
cases of part owners, some of their incomes must be imputed to their capital, 
including land, while tenants as a group will derive no income from this source. 
On the average, then, tenants asa group would be expected to purchase and retain 
somewhat smaller amounts of life insurance than the other tenure groups, while 
owners as a group could purchase and retain more. These data for the sample 
of Saskatchewan farm operators are presented in the following table. 
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TABLE XV. — PURCHASES AND STATUS OF LIFE INSURANCE FOR THE MAIN TENURE 


Groups 
Average Average Average Cash 
Tenure Amount Amount P pena Surrender Value 
Contracted in Force ryan Per Operator 
$ $ $ 
COWTIOLS Se eS eo eat 3,070 1,817 59.2 476 
Rare OWRCIShL. a ee 2400 1,652 59.5 417 
Al OTSA Sis 24 ee sede: inner Ae A eeec ER 2,426 1357 ECO 215 


INO: INT ORMatION Uy) eeu 1,708 708 41.5 207 


The above table indicates that owners, on the average, contracted and 
retained larger amounts of life insurance than did other tenure groups. In this 
connection, however, tenure progress is associated with age of operator, which 
may itself be associated with insurance practices. At the same time, the propor- 
tion of insurance contracted, which was still in force at survey date, was fairly 
similar for all groups, indicating a comparable situation of retention and lapse 
for each group, and suggesting that differences in purchases are the significant 
factor. It will be noted that the differences in purchases between tenure groups 
do not correspond to the differences in the need for insurance as between these 
groups. 


The cash surrender value of insurance held reflects both the predominant 
type of policy and the period of time that the insurance has been in force. For 
the entire sample, the cash value of insurance held averaged about 24.7 per cent 
of the face value of insurance held. The owner and part owner groups conform 
fairly closely to this ratio. The tenants as a group, however, held cash values 
amounting to only about 15 per cent of insurance in force, indicating tendencies 
towards types of insurance with low or no cash values, and reflecting, at the 
same time, a shorter period of time during which their insurance had been in 
force. In order to indicate more clearly the separate effects upon insurance status 
of both policy type and period during which the insurance has been in force, the 
first insurance policy contracted by each operator had been examined in some 
detail. 


The following table indicates, for the respective groups, the average size of 
the first policy taken, the length of time it had been in force at survey date, and 
the average age of operator when taken. 


TABLE XVI. — Stratus oF First INSURANCE POLICY FOR MAIN TENURE GROUPS 


Av. Amount of Av. No. of Yrs. Av. Age of Operator 


Tenure First Policy in Force When Taken 


COMNETS. rt PG ae niet 10.4 24.8 
Part Owners | 1,887 10.1 25.3 
fs allies ties Me ie MU 1,868 8.0 21.5 
‘No Information 1,500 8.3 2tae 


~ 
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These data, in general, bear out the relationships between tenure and insur- 
ance practices which have been previously noted. However, the larger purchases 
of owners and part owners are associated with somewhat higher ages of those 
groups as compared with tenants. At the same time, the longer periods during 
which owners and part owners have had insurance in force would reflect the 
difference in cash values which has previously been referred to. In the above 
data, there is no indication of the average length of life of the first insurance 
policy. The times involved include both the periods in force of lapsed policies 
and the periods between date contracted and survey date for other policies. 


The differences in life insurance experience as between tenure groups might 
in part reflect differences between types of policies which were preferred by the 
respective groups. With respect to the first policy contracted by the 2,572 opera- 
tors in the sample, the following table indicates the relative popularity of the 
various policy types for the main tenure groups. 


TABLE XVII. — PERCENTAGE OF EacH TYPE OF INSURANCE PoLIcCy REPRESENTED 
IN THE FirRST PURCHASES OF THE MAIN TENURE GROUPS 


Ordi- 20 Other | 20 Yr. Other No In- 

Tenure nary Pay Pay Endow- | Endow-| Club Other | forma- 
Life Life Life ment ment tion 

ied g Prema (em che | Tuyen ne { 

% % % % % % % % 
OWMEKS a Sao, 16.7 56.9 ev Tot 2.9 9.1 a.3 2.4 
Part Owners............ 10) 56.1 1.0 G23 3.4 14.7 eyes hea | 
CHAT ee Sects 133 59.4 1.0 O25 PAs Eid o.o 2.8 
No Information...... 8.3 66.6 —— 1626 --- —- 8.3 — 


In general, the major differences in types of policy held appear to show up in 
differences in preferences for ordinary life and 20 payment life policies as between 
the tenure groups. There is a notable preference for the 20 pay life policies among 
tenants as compared with part owners and owners, and at the same time a 
distinct preference for the ordinary life type of policy on the part of the owners 
as a group. 


TABLE XVIII. — PERCENTAGE OF Eacu TYPE OF INSURANCE POLICY REPRESENTED 
IN THE SECOND PURCHASES OF THE MAIN TENURE GROUPS 


Ordinary 20 Pay All Other 
Tenure ae Life Club iene 
% % % % 
COAT Ie re Hae neve ate 17.2 51.8 14.0 17.0 
Part Owners eh ie kb coton adh 16.6 49.0 18.7 157 


VODA Geese Cee Pcl ee: ars | 22.6 | 17.0 
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In the second purchases, however, there is a tendency of all groups, but 
particularly tenants and part owners, in favour of club insurance policies. The 
lower premiums of this type of insurance would appeal to these groups, and the 
fact that these policies contain no cash values would help explain the low cash 
values held by the average tenant as noted previously. 


Certain explanations of this pattern of preferences may be advanced. In the 
first place, it has been noted that tenure progress is associated with advancing 
age of operator. For the owners as a group, then, the premiums on all types of 
insurance would be relatively higher than for the other tenure groups. In the case 
of the limited payment policies, this increase in premium may have been sufficient 
to divert substantial purchases among owners into the lower premium type of 
policy. Among tenants and part owners, the lower age distribution may cor- 
respond with premiums low enough to permit consideration of the limited pay- 
ment and high cash value features of 20 payment policies. 


In addition, the 20 pay life policy combines a substantial element of saving 
with the insurance protection offered. Operators who are not making savings in 
the form of acquisitions of land may find this type of policy a desirable alterna- 
tive. Tenants and part owners, therefore, would make more extensive use of this 
type of policy than would owners of land as a group. 


The feature of premium payments for a limited period may provide an 
additional attraction for tenants to the 20 pay life policies. There is an uncer- 
tainty in tenancy that would lead a tenant farmer to be conservative in con- 
tracting for payments that will have to be made in the later years of his life. 
The owner of land, on the other hand, may feel reasonably secure for his later 
years and, therefore, feel less hesitant about contracting the payments of ordinary 
life insurance premiums for the indefinite period of his whole lifetime. 


There is an apparent contradiction in this pattern of purchases, however. 
Tenants, as a group, require more insurance than do owners. In view of the 
premium differential, such protection could be acquired more cheaply, or more 
could be obtained for a given outlay, using ordinary life rather than limited 
payment life policies. Given the long-time view, however, the actual cost of the 
insurance protection involved may be less in the higher premium than in the 
lower premium policies. This consideration, together with the more immediate 
considerations discussed above, appears to establish the rationality of preferences 
for particular types of policies as between the main tenure groups. Thus, while 
the amounts of insurance purchased do not reflect differences in need between 
tenure groups, the types of policies preferred by these groups are those which 
provide the features most appropriate to their needs. 


The life insurance experience of the respective tenure groups may be sum- 
marized very briefly. To begin with, tenants, as a group, have a greater need for 
life insurance than do owners and part owners, other factors being equal. In 
practice, however, owners have purchased more insurance than part owners, 
and tenants on the average have purchased less than either of the other groups. 


All three groups have retained about the same proportion of their original 
insurance purchases, resulting in the situation of owners having more insurance 
in force at survey date than had the other groups, and tenants having less than 
owners and part owners. This situation is indicative of a somewhat greater 
ability on the part of owners to meet the payments required by life insurance. 
This factor is emphasized by the higher cash values of insurance held by owners, 
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who at the same time held a somewhat lower proportion of types with large cash 
reserves than did tenants and part owners. In general, the three groups have 
preferred the type of insurance policy most appropriate to their tenure situation. 


Type of Farm 


Certain attributes of the farm business which are associated with general 
farm type appear to be related to the insurance practices of the operator. Returns 
from agricultural production are characteristically unstable. This instability is 
derived from fluctuations in the yields of farm products and in the prices which 
the producer receives for them when sold. Crop farmers, with their reliance 
upon a single enterprise which is particularly subject to extreme fluctuations in 
yield and price, receive an annual income which is correspondingly variable. 


Livestock producers ordinarily depend upon a single enterprise for their main 
income. Unlike crop production, however, the physical yield of animal products 
is more or less assured. The fluctuations in returns to livestock production are 
more usually associated with fluctuations in prices alone, and these returns are, 
therefore, less variable than the returns to crop production where both yields 
and prices are ordinarily highly variable. 


Mixed farming, on the other hand, is defined in terms of a combination of 
enterprises, each contributing to the income of the operator. The effects of 
fluctuations in yields or price of any one of the products produced will have 
corresponding effects upon the farm income, but these effects are reduced in 
comparison with the effects upon income received by operators producing that 
one product exclusively. The result of this diversification of the risks of yield 
and price changes is thus to introduce elements of stability into the returns from 
mixed farming. 


The aspect of the variability of returns associated with general farm type 
appears to be of significance to the insurance practices of the operator. Given 
comparable long-time rates of return as between the major farm types, it would 
appear that there would still be differences between types in the ability to meet 
fixed annual payments. With regard to life insurance, the mixed farmer should 
be in a relatively favourable position to make his premium payments and retain 
his policies through periods of lowered yields and price. Livestock and crop 
farmers, on the other hand, receive greatly reduced incomes in periods of adverse 
circumstances. During these periods, the prompt payment of insurance premiums 
may become a serious burden upon the cash resources of the operator. Since the 
need for life insurance is not of the same order as the more immediate needs of 
family living, it is probable that in these periods many life insurance policies fall 
into arrears. Some thereby lapse automatically. Longer periods of arrears 
associated with low income result in the eventual lapse of additional numbers of 
policies. 


The following table indicates the experience of the operators of various farm 
types in Saskatchewan with regard to the stability of their life insurance pur- 
chases. The total purchases of the operators of each type as a group is shown 
together with the total amount of insurance still in force at the date of the 
survey. The percentage of insurance in force to insurance purchased is taken as 
a measure of the ability of the particular farm type to provide for payment of 
insurance premiums with the promptness and regularity required. 
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TABLE XIX.— PERCENTAGE OF LIFE INSURANCE PURCHASES REMAINING IN FORCE 
AT SURVEY DATE FOR THE Major FARM TYPES 


Amount of Insurance 


Farm Type Cie CM AAA AN MRC EN TEM AU 9A Het te! Per Cent 
Purchased In Force, Survey Date in Force 
$000 $000 
Chath) PARI sive eS cs, ate eee 4,389.9 2,425.9 55.3 
MUTVEStOCK TATUE Os a) tantra ier eee 760.6 456.3 60.0 
Wied! Warny.s tise. ci Aue na lea eer 25201 .7 1,446.1 65.7 
Ro) Tho Kea ks 4 Ce cre eae Aneta ME Se Dk 16.5 5.5 33.3 
Par cetamrerse 7h heen tk ee ee 29.4 5.9 20.1 
Nimelassihed (ucts... = cane carci 2. Saee 29.0 26.0 89.6 


These data indicate that crop farmers as a group permitted almost half of 
their total purchases of life insurance to lapse. The proportion retained at survey 
date amounted to 55 per cent of their total purchases. Livestock farmers had at 
the same time retained 60 per cent of their total purchases, while the operators 
of mixed farms had retained over 65 per cent of their life insurance purchases. 
In view of the number of operators comprising the sample, these differences in 
stability of insurance as between farm types appear to be highly significant. 


The stability of life insurance as related to farm type is quite apart from the 
insurance buying practices of the operators of particular types of farms as a 
group. These buying practices would also appear to be related to certain charac- 
teristics associated with farm type. With regard to the relatively high variability 
of returns to field crop producers, it is quite probable that most of the life insur- 
ance purchased by this group would be obtained in periods of high income rather 
than in periods of low income. To the extent that this situation prevailed, the 
amount of life insurance contracted may be excessive in terms of what is the 
long-run average ability to pay for it. Livestock and mixed farmers, on the other 
hand, accustomed to a less variable income, would ordinarily be more accurate 
in estimating their ability to meet life insurance premiums. 


The insurance purchasing practices of any group of farm operators, together 
with their relative abilities to meet the payments required to keep the insurance 
in force, are both quite apart again from the basic needs for life insurance of the 
particular group in question. Particular requirements for life insurance protec- 
tion are difficult to evaluate. While the purchases and lapses of life insurance by 
farm operators may be associated with the type of farm which they operate, 
certain characteristics of farm type at the same time indicate what might be 
desirable features of the insurance program of the réspective operator. Other 
considerations being equal, it would appear that the greatest hardship resulting 
from death of the operator would fall upon the family on the crop farm. The 
family of a mixed farmer inherits a going concern which ordinarily provides a 
flow of income the year around. The same might apply to the livestock farm, a 
combination beef with fluid milk, or a specialized dairy farm. The seasonal nature 
of crop production however, might, with the requirements of testamentary 
procedure and expenses, place the family concerned in financial difficulties while 
awaiting returns from future crops. In addition, the capital equipment on mixed © 
and livestock farms, consisting substantially of livestock, is less likely to be 
encumbered by debts. The high proportion of land in the capital structure of the 
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crop farm may lead to the situation of a proportionately small land debt requiring 
the liquidation of remaining capital in the settlement of a crop farmer’s estate. 


The following table presents the data for Saskatchewan farm operators with 
respect to their individual purchases and lapses of life insurance. The average 
amount contracted per operator for each of the major farm types is shown, to- 
gether with the average amount remaining in force at survey date. 


‘TABLE XX.— AVERAGE TOTAL PURCHASES AND RETENTIONS OF LIFE INSURANCE FOR 
OPERATORS OF Major Farm Types, SASKATCHEWAN 


Average Amount of Insurance Per Cent 


J inal Contracted In Force in Force 
$ $ 
OE tetas aR eM as aa: 3,281 1,813 hare 
MOG OC KOs te es as chsh ssi Miva ncceotss ti, 2,399 1,439 60.0 
TE CO arta crite ish comeauus cee 2,477 1,627 65.7 
RISUISIS LCTICOM CH iit foe, od btcrd waned tr eeei ix 1,375 458 33.3 | 
Pe CM MEE ise lina ot wetons, < 2,673 536. 20.0 
BiiClacemied osteitis 5,800 5,200 90.0 


These data indicate that for the sample of Saskatchewan farms represented, 
the operators of crop farms purchased on the average substantially more life 
insurance than operators of livestock or mixed farms. The amounts purchased 
by these latter two groups were not significantly different, at about $2,400 to 
$2,475 per operator, respectively. Crop farmers, on the other hand, with an 
average total purchase of almost $3,300 each, contracted a third more life insur- 
ance than livestock and mixed farmers as groups. 


The average values of insurance retained by operators of the major types of 
farms are more difficult to interpret. There appears to be a successive differential 
of about, $200 between groups with livestock farmers holding about $1,400 
worth, mixed farmers about $1,600 and crop farmers holding an average of about 
$1,800 worth of life insurance. These differences may or may not reflect differ- 
ences in the need for insurance as between farm types; or they may, in the case 
of crop farmers, indicate a special effort associated with a reluctance to discon- 
tinue or reduce even larger purchases of life insurance once they have been 
contracted. 


There appear to be some differences in preference for particular types of 
policies as between the operators of the major farm types. For each of these 
groups of farmers, the 20 Pay life is by far the most popular policy. This type is 
somewhat less popular, however, with livestock and mixed farmers than with 
crop farmers. Ordinary life policies were purchased in smaller numbers rela- 
tively by the livestock farmers than by the other groups. For the livestock 
producers this reduced interest in the two main policy types was offset by rela- 
tively high purchases of club insurance policies. The reduced importance of 
Ordinary life and Twenty Pay life policies for livestock farmers shows up in both 
the first and second policies contracted by this group. The emphasis on club 
insurance shows up mainly in the first policy, while the second policies, being 
contracted later, on the average, reflect an increasing popularity of club insurance 
for all groups. 
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The data with respect to the relative popularity of different types of insurance 
for the operators in the main type-of-farming groups are shown in the 
following tables. 


TABLE XXI.— RELATIVE POPULARITY OF EacuH Type oF PoLicy FOR OPERATORS OF 
THE MAIN TYPE-OF-FARMING GROUPS — OPERATORS’ First POLICY 


Type of Policy 


tet No. | Ordi- | 59 pay| Other | 20 Yr. | Other No In- 
a nary Lif Y! Pay |Endow-|Endow- Other | forma- 
Life 7 Life ment] ment ton 
% % % % 
CORON tre ea ass ae 1,338 (5.5 60.0 1.0 159 
Livestock) asc.4... SLT 11.4 52.4 ca 328 
MIKeda Vaart 889 15:0 54.9 Vaso 2.8 


TABLE XXII. — RELATIVE POPULARITY OF EacuH Type oF PoLicy FOR OPERATORS OF 
THE MAIN TyYPE-OF-FARMING GROUPS — OPERATORS’ SECOND POLICY 


Type of Policy 


dus of No. Ordi 20 Other | 20 Yr. | Other 
aie nary Life. Pay |Endow-|Endow-| Club | Other 
Life * Life ment | ment 
% % % % % % % % 
ODS Lee cane ee ects say tore 458 17.0 55.0 i ie | 54 2.4 16.6 2.4 
Livestock.) Rrenc me fo 74 Lore 46.6 4.1 14.9 | LG 4.1 
Mitre Us sacs te te tet. 249 18.9 47.8 132 6.0 4.0 18.9 5 4 


In the general relationships of life insurance to farm type, it appears that 
crop farmers as a group would find insurance protection more useful than the 
operators of other types. In this connection, crop farmers have purchased more 
life insurance than other groups, and have also retained, on the average, more 
insurance in force. However, the proportion of original purchases that has been 
retained in force is less for crop farmers than for other groups, and highest for 
mixed farmers. This situation reflects the characteristics of returns to the major 
farm types, as these accommodate the nature of payments required to keep life 
insurance in force. Finally, while many factors associated with each farm type 
indicate the suitability of a particular type of policy, the operators within all 
types do not deviate far from the averages for the whole group in their preferences 
for the major policy type. 


Size of Farm 


The size of farm unit has long been recognized as a major factor in farm 
progress and financial success. Larger farms are generally more efficient users 
of productive factors, resulting in increased returns to the operator. Increased 
returns and larger holdings in land and other assets which characterize large 
farm units have particular implications for the life insurance requirements of the 
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operators concerned. In the first place, the operators of large farms have less 
‘need for insurance, other considerations being equal, than have the operators of 
smaller farms. The difference in insurance need reflects directly the difference 
in real and other assets that the respective estates would contribute to depen- 
dents. On the other hand, the larger farmers, notwithstanding their smaller need, 
would ordinarily have the financial resources necessary for the purchase and 
retention of a larger program of insurance. 


In relating size of farm business to life insurance practices in this study, the 
acres of cropland is taken as a measure of the size of farm. For crop farms, and 
to a large degree for mixed farms, this factor is an adequate indication of size. 
For livestock farms as such, however, acres of cropland may not be a consistent 
indication of size of business, and furthermore comparisons between livestock 
and other types of farms on the basis of cultivated acreage might not result in 
distinctions between different sizes of businesses in the comparable sense. For 
that reason, too much emphasis cannot be attached to comparisons between 
farms on the basis of cultivated acreage because of the other factors that are 
submerged in that comparison. Nevertheless, size of farm in physical terms has 
always represented a convenient basis of classification for examining the farm 
business, and considering the relatively small proportion of specialized livestock 
farmers and the possibility of compensating factors within that group, it seems 
desirable to retain the classification here. 


The following table indicates, for the sample of farm operators as a whole, 
the general aspects of life insurance practice as these relate to farm size. 


TABLE XXIII. — PuRCHASES AND STATUS OF LIFE INSURANCE ACCORDING TO SIZE 
OF FARM 


Average Cash 


eee or Average Amount of Insurance Dey ant 
Cropland TCO PRL ara Canaan Ve NY © in Force Surrender 
Contracted In Force Value 
$ $ $ 
Lipais Cr g «1 WASTE ne ee tee Rn Oa 1,763 464 26.3 83.33 
ED IS 8 lp rdf OP 1,941 969 49.9 95.64 
Oe ae) Fs a ee ee eg: 2,416 1,309 54.2 319.07 
S400 52.49 FM 9 Mtn aan rm he 2,690 1,645 61.1 373.62 
AAU 3 OE 0 fare Renee po eae eae NaN 2,930 1,970 67.2 448.00 
TURE UE ae 0, AR ae Aa RR 2,930 1,540 52.6 345.07 
ULE Reta st i cae ee nee Rarer Ti 4,276 2,765 64.7 724.85 
FH, URL RSS a RE Oe RR 4,263 2,618 61.4 816.79 
PO Oe ia he ets) song nde 4,681 3,283 70.1 954.75 
ig hae BS DES Oath A i CG Re 4,586 2,784 60.7 570.70 
Cac cs atid OO NRA: 9 geieeae eh esp a eee oe 5,970 3,980 66.7 1,198.41 


It will be noted, as a general relationship, that purchases and retentions of 
life insurance both increase with size of farm. However, this relationship is not 
consistent throughout the range of sizes. For example, operators with 400-499 
cultivated acres retained more insurance and had higher cash equities in their 
insurance, than had those operators with 500-599 cultivated acres, although 
each group originally purchased the same amount. In this connection, it must 
be borne in mind that the number of cultivated acres as a measure of size of farm 
neglects other factors which relate to the scale of the farm business. For example, 
a mixed or livestock farmer with 400-499 acres under cultivation may have a 
larger business, in terms of output and income, than has a crop farmer with 500- 
599 acres under cultivation. 
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With regard to the need for insurance as it relates to size of farm, it appears 
that the small operators with the greater need have purchased relatively less 
than operators with larger holdings and less need. On the other hand, purchases 
and retentions are directly and closely proportional to the income position of the 
operator. 


Land Class 


Some of the main relationships indicated as between predominant land class 
and life insurance practices of Saskatchewan farm operators are brought out in 
the following discussion. 


The land classification work being done by the Economics Division in this 
province covers several of the areas included in the present Life Insurance study. 
This classification rates individual quarter sections on the basis of productivity 
of wheat. These ratings range from Land Class V, which is the best in the prov- 
ince, down to Land Class I, which is considered to be normally submarginal for 
wheat production. In the present study, data for land class are available for the 
1946 Govenlock-Eastend-Maple Creek area, the 1935 Chaplin-Gravelbourg- 
Glentworth land utilization study area and the 1939 survey area in the Rural 
Municipality of Pittville, No. 169, all in southwest Saskatchewan. In central 
Saskatchewan the areas included were the Cory-Asquith-Langham area and the 
Blucher-Colonsay area. The Weyburn-Estevan area of the 1941 survey was also 
included. For purposes of this study, the land on a particular farm is classed 
according to the predominant land class among the operators’ holdings. 


For the individual operator, the economic classification of his land reflects 
its physical productivity and this to a very large degree determines his income. 
Any study of the relationships between land class and life insurance practices 
will, therefore, reflect relationships between insurance and the broad situation of 
income which ordinarily depends upon many additional factors. The joint 
relationship in which land class influences life insurance practices may lead to an 
exaggeration of the degree of this relationship when viewed by itself. Within 
these qualifications, however, some indications of the manner in which insurance 
practices relate to land class may be observed from the data. 


Of the 2,572 operators with insurance experience included in the study, 1,339 
were in areas covered by land classification surveys and therefore these data are 
available. The following table shows the distribution of these operators by the 
predominant land class of their farm land. 


TABLE XXIV. — NuMBER OF OPERATORS IN EKacu LAND CLASS 


Land Class No. of Operators Percentage 
| TACs ott. AACR 2 ns Cad Wy ioc Ra a PPR Bh CHAN 172 12.4 
| Se RD EEE EAE, SN ETE hd Le BERT Ie tee Byer aaa ha eee aol 287 21.6 
PE ets ay eee ae ee RN Galak MU ee eae f 543 40.7 
| RR pain tebe tec erty Pa at lh DERG aby een ae Wt E 243 18.2 
Vici Ae ee Ohare ee irs Ren ane LE pear oy ue So ak a betta tao 94 eed 
Tata cheted ie AAA IIE hates ay ae 1,339 "100.0 


In view of the differences in income and other situations as between operators 
on the respective land classes, variations in the life insurance purchases are to be 
expected between these groups of operators. Table XXV shows the average 
number of life insurance policies purchased by the operators on each land class, 
together with the average amounts of life insurance involved. 
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TABLE XXV.— PURCHASES OF LIFE INSURANCE BY THE OPERATORS ON Eacu LAND 


@ CLASS 
Av. No. Policies Av. Amount of In- 
Land Class Contracted surance Contracted 
$ 
er ete ee Ee cee er ee demas Borne Ake Caw tees era Lot 2,424 
1a sec ty le ee ROS na UO Me reais 2A ee ll OURO rd Am I V4 2372 
Rs Rn HT BEA Geek aly Witton ec oe ele Miawel 15 2,791 
a ee Mal Me pritr et ih ae nO ak MON ate oe 1.6 on lo4 
NR Rg ae eran tak Aa ce Ngee tet at On gn AA | reG 3,328 


Apart from differences in insurance purchases as between operators in the 
respective land classes, the operators concerned will differ in their abilities to 
make the prompt and periodic fixed payments required to keep their life insurance 
in force. Table X XVI shows the average disposition of the life insurance pur- 
chases of these groups of operators. The numbers of policies discontinued show 
an experience of lapse which may be taken as an absolute measure but more 
accurately with relation to the number of policies contracted. The amount of 
insurance in force as a percentage of that contracted is also shown for each group. 


TABLE XXVI.— DISPOSITION oF LIFE INSURANCE PURCHASES BY LAND CLASS OF 
OPERATOR’S FARM 


ORY oles Av. No. Policies Av. Amount of In- | In Force as Per Cent 
Discontinued surance in Force of Contracted 
$ 
irda ihc ge bis oii ela 2 eo 6 1,041 42.9 
1 aed SRS keer ie OR EN iat 936 39.4 
LEE 2.2 Rs ARE a af 1,207 AZ 2 
TS hx gilts 1s OG and Oe RR ay 1,639 43.9 
8 cash obaes t 1,621 48.7 


Spree ences ran seb ecole ie VRE Np) CR ES 

Another measure of the status of life insurance holdings is the cash value of 
the policies which the operators hold. This is a personal asset of the operator, 
in addition to the protection afforded. The cash value of the insurance at once 
reflects the permanence with which insurance has been retained and the type 


of policies most widely held. The following table indicates the average cash value 
of insurance held by the groups of operators on each land class. 


TABLE XXVII. — CasH VALUE oF LIFE INSURANCE HELD BY OPERATORS ON EACH 
LAND CLASS 


} Average Cash Surrender 
Land Class Value of Insurance 


$ 
RR SP a Meee AG RM a oto yie he BRN Oil Dee RAE Je RO EN ee Digs ia tt 4 290 
CG 2 8, Bae ON SAGA, <TR GID SRD ODEN REE ULE RO, OME AON) SR) AOI Con PUN An POUR OR 246 
BA eee Ra rata iln, rerpht cask Pusey we ae acct Voi sk ener ca bec cae gee waar ea ant 299 
OM egiekil EGS IR 6 Rg RRA ORNS RRR SE YS SLS ce Aa RE” BNO PTs ys ENS, Med 7, Bra EER 397 
Rg ee rc alti raat fc aliir PN Nivits SRI Ge SR aM NNR Reid ee Ml ory ot 479 


In general, it appears that the operators on the higher grades of land, as 
indicated by land class, have purchased more life insurance, retained more of 
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it in force, and have larger cash equities in their insurance policies. The notable 
exception is Land Class I, which in this relationship appears to be inverted with 
Land Class II. This situation for Land Class I is probably associated with the 
organization typical of lower grade land, probably including more livestock 
rather than the other farm types with which it is compared here. There is also 
the probability of the free utilization of adjoining vacant or abandoned land 
graded submarginal for wheat production. 


Soil Group 


It is patent that the fertility and productivity of the soil is a major factor 
in determining the financial situation of the farm operator. The favourable 
income situation associated with the better grades of soil implies a greater ability 
to purchase and retain life insurance. At the same time, since the better land is 
more valuable, the estate that it represents implies a reduced need for the provi- 
sions of life insurance. The following table indicates the life insurance practices 
of operators on the varying grades of land, as these practices relate to the need 
for insurance and the ability to pay for it. Grade of land is measured by the 
productivity index, a rating calculated by the Soils Department of the University 
of Saskatchewan and based upon the suitability of the physical characteristics 
of the soil for grain production. In this classification soil group 1 represents the 
best quality of soil and group 0 the poorest. 


TABLE XXVIII. — AMOUNTS AND STATUS OF LIFE INSURANCE OF OPERATORS ON THE 
VARYING GRADES OF LAND 


Average amount of Insurance 


Sar Grau LR Oar: Tk We Mebane Dee Per Cent Av. Cash 
Contracted in Force in Force Value 
$ $ $ 
Oe eA OS SURREAL soe lian 2098 OY pc aediet 4,702 3,534 fone 897 
DEW! Lk Wade eel ben. Teall / eae 2,462 LT ote 385 
ENO CM aa et, rik tT at ey 2,748 1,480 53.8 414 
LORCA A 5 ac ARR Re Os oul eee 2,963 1,720 58.0 396 
By ah kN Oat sree anne ak fcc ag 8 PAIAV GS 2,016 72.8 450 
Gist: Rie det RR aa Anes Wah ia 3,055 1,684 655.1 Bye! 
Pee a tee piied cnet aeE LOM f atny 2,488 1,042 41.8 yee 
ie M en acimane PET RON hae, Len ane 2,298 1,060 46.1 106 
Gr aas ak ha Wek SADIE CRege a er 2,450 11,142 46.6 345 
CO Rear corte aN eg eA 1,677 358 ohis 102 
No Tntorination. vale 1,178 1,036 87.9 331 


In general, the operators on the better grades of land purchased more life 
insurance, retained a greater proportion of it in force, and had higher cash equities 
in their insurance than did the operators on the poor grades of land. However, 
this relationship does not appear to be consistent throughout the range of soil 
grades. Differences are no doubt introduced here by the different types and 
sizes of farms that are associated with the different grades of land. It will be 
noted, however, that the pattern of purchases is more directly related to the 
ability to pay for insurance as this ability relates to soil productivity, rather 
than to need as it relates to soil. 


Net Worth 


The net worth of the farm operator represents the value of his assets less 
the value of his liabilities. It is thus the net equity of the operator in his holdings 
and comprises the value of the estate he would leave to his dependents in the 
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event of his decease, allowing for his debts but not for testamentary expenses. 
It will be seen then that in making provision for dependents, the larger a farmer’s 
net worth the less his need for life insurance. Between groups of farmers having 
different net worths, the average need of each group should decrease as net 
worth increases. On the other hand, as net worth reflects larger incomes and 
financial resources, the ability of these groups to buy and retain insurance would 
increase as net worth increased. There is again the fundamental incompatability 
of need and paying ability as determinants of the amount of insurance purchased. 
The following table indicates the insurance practices associated with net worth 
as these relate to the criteria of need and ability to pay. 


TABLE XXIX.— AMOUNTS AND STATUS OF LIFE INSURANCE ACCORDING TO OPERATORS’ 


NET WoRTH 
Ree worth Average Amount of Insurance Per aie eae 
(nearest $1,000) Picheccd ee in Force Value 
$ $ $ 

Negative Net Worth.................. 2,295 1,046 45.5 170 
My OO cco b occas re lN ee tekgs vas ness Lu Ue 1,280 59.5 248 
6,000—10,000........ RN AA et) Ret 2,614 1,690 64.6 363 
O00 15,000. fees c cn deticines. 2,784 2,166 77.8 554 
MG 000 = 20,000. oo. ecsecscckececcieneccess 3,307 2,782 82.9 836 
RO OO), Foo. coon ae tenaedenesecs 4,782 3,647 (003 961 
30,000-39,000...............eeeeee 5,867 5,827 99.3 1,696 
OPC RO ed 7,041 O52 89.5 2,485 


| ea 

In general, the more the farmer in this sample was worth, the more insurance 

he bought. In addition, those with more assets retained a higher percentage of 

their original purchases in force and had a high cash equity in their holdings. 

This direct relationship of purchases to ability to pay is in inverse relation to 
the need for insurance in relation to net worth. 


RELATION OF PERSONAL CHARACTERISTICS OF FARM 
OPERATOR TO LIFE INSURANCE PRACTICES 


The need for the protective feature of life insurance is closely related to the 
personal status of the prospective buyer. Since the provision for dependents is 
the primary consideration, the number of dependents involved should be a main 
determinant of the amount of insurance required. Assuming that other determi- 
nants of need, such as other assets, would randomize out over a large group of 
farmers, then differences in numbers of dependents among farmers should reflect 
directly differences in the need for insurance. The age of the operator should 
also relate to insurance practice, in part as the insurance program is built up to 
care for the needs of an enlarging family and in line with the more favourable 
paying ability associated with financial progress over the years on the farm. 
Other factors, more difficult to evaluate and interpret, and which may. influence 
insurance practices, are the education of the operator and his wife, and their 
social background and environments as these factors are related to the nationality 
and birthplace of the operator. The operator’s insurance practices associated 
with each of these personal factors may now be examined in turn. 


Number of Dependents 


The number of dependents, including the operator’s wife, as of the date of 
survey, may be taken as an indication of the need of the operator for insurance 
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at that date. His experience with insurance in the past, in terms of purchases 
and lapses, should also relate to his present family situation as it has developed. 
When farm operators are classified according to the number of dependents for 
whom their insurance must provide, there should be a direct relationship between 
the size of the insurance program and the number of dependents. The following 
table indicates the insurance practices of the farmers in this study in relation to 
the numbers of their dependents. 


TABLE XXX.—AMOUNTS AND STATUS OF LIFE INSURANCE ACCORDING TO. NUMBER 
OF DEPENDENTS 


Naat Average SE of Insurance Pee Gove OCA 
Dependents Conteacied fake in Force Value 
$ $ $ 

Cee ateet eee A Mok Mt teehee Boa 2,348 1,133 48.2 435 
DeSean ed ole 2,646 1,582 59.8 406 
AEH EE ASO Dai gen Ni 1 lt ACE ance lh Zito 1,741 64.1 397 
SEER ete ty eri a) Ut Peer ink weaver 2,747 1,753 63.8 443 
ANE MSL NI AREA AY WR Oo 88, AN os Oyu, 1,788 5745 480 
LIRR Va 2 Us, SUC RS ae Me AE MNO Re 3,207 1,898 59.2 382 
Goh REC AE Nae aL Agee 8 3,518 2,059 58.5 471 
TRU MR ay okey at, 2,823 1257 44.5 294 
eR SR SIRNA CORRS UPERY Kh a Fe 2,926 1,542 O26 361 
DMand Over eve ce nacre 3,193 1,630 S16 364 
Ne antormation. 67). eae 1,864 1,500 80.5 12a 


In general, for the farm operators in this group, the purchases of insurance 
increased a small amount as the number of dependents increased. The amount 
of insurance retained in force was also higher for operators with larger families. 
This relationship was not consistent, however, and it appears that as families 
enlarged the pressure of other expenditures may have operated to curtail the 
purchases of life insurance. On the average, however, the insurance practices 
of this group appear to have been fairly closely related to the size of their families. 
Inconsistencies here may relate to differences in need which are not reflected in 
family size, and here as elsewhere in the analysis only the general relationship 
is suggested. 


Age of Operator 


The relationship of the operator’s age to his insurance practices is probably 
mostly indirect through the expanding needs of an enlarging family as this 
relates to age, and to an improving financial position as this relates to years 
of effort. There is, however, the additional factor, effective in many cases, of 
advancing ages not being associated with the accumulation of other assets, and 
there is, therefore, the increased need for insurance with advancing age and 
possibility of need of dependents. Offsetting this more direct effect is the decreas- 
ing need for insurance as dependents grow up and become self-sustaining, sug- 
gesting that at these advanced ages the amount of insurance to be carried could 
be reduced. The relationships between age of operator and insurance practices 
are shown in the following table. 
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TABLE XXXI.— AMOUNTS AND STATUS OF LIFE INSURANCE ACCORDING TO AGE OF 
. OPERATOR 


Rector Average Amount of Insurance Pee oe Gach 
Operator Contracted eee in Force Value 
$ $ $ 

TS DAL a che A aa ne 2,020 1,653 81.8 310 
OO Re ics hikusewinsenlcdaekbe sn) 2,407 1,487 61.8 226 
Le to 20 a 2,931 1,660 56.6 391 
Up BER. 5 ae A a a 3,350 1,956 58.4 540 
Wo SON Gi UN 2,762 1,536 55.6 490 
PE TAU I Le eRe Re ee 2,236 1,242 55.6 636 
PV OMUTTOUMALION. |. iscssissecductevseses 2,480 1,635 65.9 75 


It will be noted that operators in the age group 50-59 years had contracted 
more insurance on the average than had operators both above and below that 
age. This age group had also retained more insurance in force than those of both 
higher and lower ages. In general, both amounts purchased and amounts retained 
by farm operators increased up to the age 50-59 years, and declined as operator’s 
age advanced above that figure. Cash values reflect the amounts in force, except 
for the higher ages where the length of time for which the policies had been in 
force would be a significant factor. 


In general, the life insurance practices as they relate to the age of the operator 
conform well to the ordinary changes in need of different ages for different 
amounts of insurance. 


Conjugal Status of Operator 


When life insurance is held for the purpose of providing security for dependents 
in the event of untimely decease of the breadwinner, the needs of married men 
in this regard appear to be much greater than those of unmarried persons whose 
dependents include only an occasional parent or other close relative. On the 
other hand, when life insurance is held as a means of accumulating savings, it 
may be just as appropriate in this use for unmarried men as for those with wives 
and families. In still other cases, it may be good business for young men to 
acquire life insurance early in their working lives, and thus build up equities in 
their policies before family needs introduce additional demands upon their 
incomes. 


In the case of farm operators, however, savings are ordinarily turned back 
into the farm business and accumulated in land or other forms of farm capital. 
The savings features of life insurance are thus not so important for a large pro- 
portion of farmers. On the basis of the need for protection then, married operators 
would be expected to contract and hold more life insurance than other groups 
with fewer or no dependents. The following tables indicate the purchases and 
status of life insurance for single farm operators, married operators and widowers 
represented in the sample of Saskatchewan farms. 
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TaBLE XXXII. — DISTRIBUTION OF 2,572 SASKATCHEWAN FARM OPERATORS BY 
CoNnjJUGAL STATUS 


Conjugal State No. of Operators Per Cent 
Sitio eiasit ort IN atuelee cues eral RC LN ae deere on ee eee eee 257 10.0 
Dre ch ads Gas RAMP MLRNYAS at Sein Ra supe He WeDS vn AE RGA (tre Ln A Palla) Oy Cul AA Vind 2,Lot 83.9 
WidGwedsiot DTVOrCes ite, csr, cartes ceee eae ant 92 aio 
INO TROR MATION ee viet ac tenet asa: aor naa eae eaten ateo eno 66 2.2 

Sot) Oh a MND RI A eo aR tn) hee ture Dy Ray Dirge baie Opie 100.0 ee 


TABLE XX XIII. — PURCHASES AND STATUS OF LIFE INSURANCE OF 2,572 SASKATCHEWAN 
FARM OPERATORS ACCORDING TO CONJUGAL STATE 


Amount of Insurance Per Cent of Cash 
Conjugal State ——_--—___, ——————| Contracted Surrender 
Contracted In Force in Force Value 
$ 

Sih jtd eR U RSID IOS, Ran PRM emah a pet 2,347 1,326 5Os0 400 
Married i Ai ott nets hee 2,954 1,771 59.9 423 
Widowed or Divorced................ 2,706 1,503 DORO 435 
No Information...... ROL ay inte f 3,091 955 30.9 333 


These data indicate that differences in purchases of life insurance for these 
groups conform fairly closely to the requirements for protection based upon the 
needs of probable dependents. Other factors influencing total purchases, such as 
paying ability and uses of life insurance for other purposes, and the effects of the 
age differences as between these groups have been subsumed in this relationship. 


As regards lapses in life insurance, there does not appear to be any significant 
difference as between these marital groups. On the balance, married farmers 
have contracted more life insurance than the other groups and have retained 
somewhat more of it. The amount of cash value represented in the insurance 
held in force indicates a higher equity held by widowers and divorced operators 
than either single or married operators. Much of this difference, no doubt, reflects 
differences in ages and thus in the periods during which insurance has been in 
force as among these three groups of operators. 


Education of Operator and Wife 


Certain attributes of successful farming, such as a high net worth or high 
labour earnings, often appear to have no relation to the education of the operator. 
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When the education of the operator’s wife is taken into consideration, however, 
there is found to be a fairly consistent and direct relationship between education 
and farm success and progress. In indicating possible relationships between 
insurance practices and education, therefore, the insurance experience of the 
operator is related to the simple weighted education of himself and his wife. 


It would appear that education might in general influence insurance practices 
in two distinct aspects. In the first place, the principles of insurance are largely 
applications of mathematics, and thus the understanding of insurance principles 
is difficult for those without at least higher grade school or high school educations. 
Given an understanding of the principles involved, an educated person would 
be expected to adapt the use of insurance more closely to his needs than would 
a person without such knowledge. 


In addition to estimating his life insurance requirements more accurately, 
the more educated farm operator may, in the relation of education to farm 
success, be better able to purchase insurance and to combine this paying ability 
with an accurate estimate of how much he can pay for, so as to retain more of 
his purchases in force. 


For purposes of this study, the farmers represented have been classified into 
groups according to the simple average of the school grades attained by the 
_ operator and by his wife. The following table indicates the detail of this classifi- 
cation, together with the number of operators falling within each group. 


TABLE XXXIV. — DISTRIBUTION OF 2,572 SASKATCHEWAN FARM OPERATORS ACCORDING 
TO EDUCATION OF OPERATOR AND HIS WIFE 


SISTER FTA FERRETS = 


Educational No. of Percentage of 

Group Operators Operators 
(SHES (CSN Ee BA FT [RR ar er Re RENT Perc ver’ 2 RS mre 255 9.9 
SSC SST Fi Ted LRA CL ee eI, SAN) AL nee RRR SE PORES one RE 1,620 63.0 
CORE EUS TAS a A Asta a tae pesmi ee aE ect stan eee mee een EE 441 Wind 
CSCS A IES a ee npn aap ea LU RON” BA CT es ln 2h Octet pec 93 3.6 
Either Operator or Wife Having Some High School and 

Additional, Such as University, Normal, etc...................... ol 2.0 

Be ROrotatiOn es tee tees Seen t, Mead, Me mens ene ge eet el eee tat 112 4.4 

“AGEN ON a RO HO ne OW RT 2,572 100.0 


The insurance experience of these various educational groups, with respect 
to contractions, retentions and cash values of life insurance, is shown in the 
following table. 
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TABLE XXXV.— PURCHASES AND STATUS OF LIFE INSURANCE BY 2,572 SASKATCHEWAN 
FARM OPERATORS ACCORDING TO EDUCATION OF OPERATOR AND WIFE 


feucunonsl Average Amount of Insurance Per Cent of Av. Cash 
Cr <a a $3. ——_——_———| Purchased Surrender 
ep Purchased In Force in Force Value 
$ $ $ 
Grades 1-4 :intlen eae. 3,286 1,700 laa ers 418 
Grades 5-8 ineli...5) 6.6 Ai 2,820 1,590 56.4 378 
Grades O210. stip ee 3,148 2,100 66.7 530 
Cyracles iE bi is cat etre tee ata pee 3,550 2,457 69.2 778 
Either Operator or Wife Hav- 
ing Some High School and 
Additional, Such as Univer- 
Sity,, NOFA elG eal ee 2,606 1,733 66.5 484 


No duformation = vbee Kies 6 2,403 1,433 59.6 354 


It will be noted that operators having lower educations contracted more life 
insurance on the average than those having completed elementary school or with 
some high school education. At the same time, the proportion that this group 
retained in force was less than the proportion retained by these other groups. In 
the case where the average education of the operator and his wife indicated at 
least three years of high school training, both the amount of insurance purchased 
and the proportion retained was higher than for all other educational groups. 


The case in which operators or their wives had high school and further training 
does not follow this pattern of relationships. The smaller average amount of 
insurance contracted by this group may reflect the smaller requirements of 
younger people or a more conservative estimate of paying ability. The reduced 
proportion of insurance retained, however, suggests only indirect relationships 
between life insurance practices and education at this level. 


SUMMARY 


In a sample of Saskatchewan farms represented by 5,661 Farm Business 
records obtained between 1931 and 1946, 2,572 of the farm operators involved 
had made purchases of life insurance at one time or another. Of this number, 
786 had two or more policies. The total number of all policies purchased by 
the group amounted to 3,686 policies, with a total face value of close to 7.5 
million dollars. That is to say, about 45 per cent of the operators had contracted 
an average of about 1.5 policies of close to $2,900 in face value. 

Of the total amount contracted, a little over three million dollars worth was 
dropped by 1,061 operators. This discontinuance amounts to an average lapse 
of $2,875 per operator, or an average of $2,275 on each of the 1,344 policies 
involved. 


Among this group of purchasers, the 20 pay life type of policy was the 
most popular type, accounting for about 56 per cent of all policies sold. Ordinary 
life policies accounted for about 15 per cent of the total, with club policies, more 
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popular in later years of the survey period, making up 12.5 per cent of the 
total. Twenty year and other endowment policies amounted to less than 10 per 
cent of the total. 


Club life insurance policies, characterized mainly by comparatively low 
premiums, are the most stable of all policy types, with about 90 per cent of all 
the policies issued still in force at survey date. Certain forms of endowment 
policies were also notably stable, in comparison with ordinary life policies with 
60 per cent of the policies still in force. 


With regard to prepaid or matured limited-payment policies, about 10 per 
cent of the life insurance in force was paid up. The indebtedness on insurance 
in force amounted to an average encumbrance of $70 per operator. The cash 
surrender value of insurance in force amounted to an average of $400 per operator 
and represented a considerable proportion of the operator’s net worth in many 


cases. 
te 


Life insurance policies with a face value of $1,000 made up about 40 per cent 
of the total number of policies. Policies for $1,000 and $2,000 made up more 
than three quarters of the total number. 


-In the interpretations of these calculations, two characteristics of the sample 
must be kept in mind. In the first place, the data were collected over the long 
period between 1931 and 1945. Secondly, the distribution of the survey areas 
is taken as constituting a representativeness of the province as a whole. Each 
survey area thereby introduces both geographical and time variables into the 
data. Within the requirements of these factors, the statistics obtained from the 
sample studied here may be taken as an estimate of the life insurance practices 
of the province’s farm group as a whole. 


OTTAWA 
Edmund Cloutier, C.M.G., B.A., L. Ph., 
King’s Printer and Controller of Stationery 
1950 
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